— COURITY o
r"' . ' .
FROM: C. ] _ .
'SUBJECT: RECOMMENDATIONS FOR . ] 15 SEPTEMBER 1952

Pollowing discussions betwoen members of BOB and based on the present
slarlng wogknesses of the Klruppe, certain conclusions have deen
reacheds _

1. The agreement negotiated between CIC and BOB in springh:his
ear, granting CIC direct access to the Operations ofticer of |
Grunpe which had heretofore been denied them, should be abrogated in
order to forestall indiscriminate use of the Kﬂruggo by CIC, This we
conaider one of the main ceuses for the deterioration in the KGrumpe's
.seaurity. X
- 2. It 18 our intention at this time to inaugurate a thoroughw
oing study and probable reconstruction of the KGrupne in line with
i:g prineipal migsions psychological warfare and resistance in the
' Zone of Germany. This will be carried out eslong lines simi-

lar o w, tion presently being undertsken with the Freedom
Loving ;t;lingstiga P v ne :

3. In order t6 wveid what we predict will be the probable £rug-
trotd of negotiations ax the BOB levall we strongly urge ‘that(_ f

‘- his capacity as coordinator of intelligence activities in ~
{ge.wmafiy bring this matter to the attention of Colonel TORMEY, Com-

- memding Officer of the 66th CIC, Stuttgart, requesting the latter's .
compliance with the above recommendations..

4, 1t should be stressed that nending aboﬁe re-assessment of the

KGruppe, CIC refrain in toto from all and sundry of their current ac-
tivities with KGruppe. - ~
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factors not as yet under control, ca

In your discussions at ?raﬂkfurt Hhadquarters the following
points should be mades

1. The rapid deterioration of the KGruppe's standing and

performance, caused by recent securit{ breaks and by political

b lls for speedy and forceful
action. ' .

2, Our immediate objective is to forestall further intru-
sions on the part of German government aseneies and to ward off
any attempt on the nart of the Germsns to wrest control of the

- KGruppe from our hznds.

3. Our long~range objective is a very thorough house-

' fclaaning of the KGruppre. W¥e shall endeavor to seal off possible

penctrations by enemy services and to ensure Ameriean control
over itg psychological warfere and 1ntelligenee aetivities con-
ducted in the Eastern Zone of Germany.

4, Concerning all authorized activities of the KGruppe, we

'shall aim to esteblish a workable asystem of accountability,

This will out us in a more advantageous pogition from the point

‘of view of foiling the DDR Becurity Serviece and of countering

propagandistically and by diplomatic mesns claims and allegations
that KGruppe personnel is engaging in acts of sabotage.

5. As far as KGruppe activities outside the strict purview

of paycholoiical warfare are concerneditwe shall strive if possi-

' ble to olim
: that some of the 1ntelliganca work of the KGruppe 1g indispensa-

nate them altogether. should be determined

ble and -that its discontinuation would seriously harm U. S. cov-

'erage of the Eastern Zone of Gsrmany, we can at least attempt to

contain 1t.
é. Containment will involve very delicate negotiationa with

‘CIC who claim to have an important equity in the intelligence col-
- leetion potential of the K@Gruope. We are in no position to take
-over CIC's intelligence assets in the KGruppe. CIC claims to use

the facilities of the KGruppe mainly in support of its OB collec-

i tion, a nursuit outside BOB's pale.



7. As an immediate measure we shall suggest to CIC that the
KGruppe will no longer be required to run intelligence onergtions
into the Eastern Zone of Germany. In the East fSone the Klruppe
- will underteke only such activities that are in direct and execlu-

sive support of its primary nsychological warfare mission.

8. There will thus be an iron-cled rule placing intelligence
and sabotage outside the KGruppe's pale, As a gambit we may con-
cede not to interfere in the recruitment by CIC of East Zone rési-
dents renorting to the offices of the Kdruppe, provided we can ob-
tain the following assurancess.

8+ recruitment cennot nossibly be traced to the KGruppe,

b. agents disgatched by CIC into the Eastern Zone of
Germany will pot be provided with a legend implying
that they are werking for the KGruppe. :

We consider this sn equitable proposition. It takes into account
the special interests of CIC in maintsaining its long~stending col-
laboration with the KGruppe.

9. In our opposition to the interlocking of intelligence and
psychological warfare interests, we should be unyielding. If we
have our way colleetion of intelligance and nog acts of sabo-
tage in the Bastern Zone of Germany will henceforth sail under the
flag of the EGruppe. If Eastern propagaende media charge the
KGruppe with such activities, we want to be in a position to deny
the charges without engaging in pasinstaking and usual futile in-
vestigations of who d1d what to whom.

10. In-our future deaslings with CIC on the KGruppe, which are
bound to be painful and which may impose a considerable strain
upon relations between the two agencies, we would be greatly ailded
by a directive from' - |stating in substance: that taking
the KGruppe out of ifitelligénce work 1s considered a first and in-
disgen;nble vrerequisite for the establishment of firm Americen
control.

11. The other rcot c¢ause of the KGruppe's decline has been
its bad relationship with the 5PD, eentering on the person of its
chief Brngt TILLICH, nominally s member of the SPD. TILLICH has
been a thorn in the side of the SPD, a party which--frequently
egged on by CIA-«he has consistently flouted. I consider the
SPD's complaint valid that & cold war agency, charged with the re-
sponsibility of stimulating resistance in the Esstern Zone, should
not meddle in domestie politics. 1In perticular it should steer
¢lear of involvement in the struggle for power betwesn CDU and 8PD.
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12. I dc not consider the breach between TILLICH and the

SPD unhealable., I am convineeod that the SPD could be prevalled
upon to drop its adament insistence upon TILLICH's removal, pro-
vided we can assure the SPD that the KGruppe will henceforth com-
pletaely stay out of internal West German polities, Vith the fateful
1953 elections approaching, the SPD is bound to become increasingly
sensitive toward all Ameriesn sponsored, vartisan moves. It would
be more than futile to counter suech charges by claiming that we do
g;t cog:rol the nolitical line of the KGruops. We do-~agnd the SPD

owg » :

13, Ve envisage a rapprochement with the SPD in two phases:

Assurance to the SPD thgt we as have placed ourselves in_ef-
feetive eofitrol of all K&ruppe affairs, In the 1ight of the prin-
ciple of nonattffﬁﬁi?ﬁIIIﬁ?epehis might appear as e reckless move.

However, to disavow sponsorship would, under prevailing ciroum-
stances, be mockery. It would sericusly mllitate against the suc-
eoss of our campaign to re-orient the S5PD.

14, T would advise againat a compromise solution, such as
telling the SPD that we have been charged with the internal secur-
ity aspects only. The SPD is much more concerned with extra-
curricular activities of the KGruppe in the West Germaen political
field than the qualit{ of its resistance work in the East Zone.
The nlay the SPD has been making about the recent show-trials in
the Zone and general complaints about poor KGruppe management may
2; :1neare, but they do not reflect an overriding concern of

elrs, '

15, I have started the first nhase in talks with Herr Stefan
Thomas of fhe Ustburesy and with A¥no Scholg, editor of the Tale—
graf, proved undergtand and constructive, Teither left
any doubt that as far es the BPD is concorned, e thorough house-
cleening in the KGruppe would help politicsl rapprochement. FNeither,
significantly enou%h, roigped the 1ssue of American backing, excepnt
in the gense that they blamed us for the intransigence of FILLICH,

(X could comment at length on the absolute necessity for peace be-
tweon the KGrunpe and the SPD. However, there now appeers to be &
complete meoting of minds between all concerned that this will

- ‘have to be accomplished,)

16, The second phase as envigaged by us would be & more con~
structive one inasmuch as it would be primarily concerned with g
full restoration of the nsychologieal warfare potential of the
K@ruppe. When the time comes, we shall submit more detsiled pro-
posals, Suffice it to say that one of the possible solutions en-
visaged by us is the sctivitation of a Supreme Resistance Council,

@ oo m H,g,]



headed by Mayor Reuter and staffed with renresentatives of all
varties actively engaged in resistasnce work. 7This, however, is a
far ery, and the more nressing needs of the situation are stirictly

of a rgstoration nature.

17. The most serious development with which we shall have to
cope almost immediately is the investigation started by the Berlih
Senate. It appears that a former employee of the Kcrnpge, one
(fnu) MARTINI who recently quit the KQruppe and joined the staff
of the Nordwestdeutseche Rundfunk, has made a deposition concerned
with alleged sabotege activities of the KGruppe. This deposition
is supposed to form the basis of a Senate-authorized investigation.

18, My recommendation is to head off the Senate investigation.
‘This will have to be done on the highest loevel, i.e., by talking
to Hayor Reuter, The argument would have to be presented in the
following termst o

a. The KGruppe 1is being fingnced by the Ford Foundation.

b, ‘The Ford Poundaztion has requested CIA to look after
1ts interests, esvecially to make sure that the funds are being
applied to the nurpose for which they were meant, i.,e8., to oreate
and kesp slive resigtance in the Eastern Zone.

¢. CIA has reason for believing that the KGruppe en-
gages in activities not authorized under its cherter. For thet
reason, CIA, in line with the terms of the Ford grent, is forced

to step in,

d. As o first sten CIA proposes to nerform a very thorough
investigaetion of the KGruppe, eovering the background and person
security of its key perSonnei the soundness of the organigation
structure, the exact scone ané nature of the activities of KGruppe
personnel in the Eastern Zone, the relation of the KGruppe to other
agencies, the correctness of its financiasl management, to mention
only a few of the more ifmportant headings.

‘ e. In order to do & competent and complete job, CIA has
te enlist the cooperation of the Berlin Senate, An importeat serv-
ice can be rendered by making available to us all reports pertain-
ing to the gctivities of the KGruppe (especially the Martini Report,
but also material in the files of the Verfassungsschutz and the
Berlin Police). '

£. CIA in return will make evailsble to the Senate through
Reuter its findings and the recommendations drawn up on the basis of
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these findings. (The report wculd of course not include information
pertaining to the KGruppe's relationshin with CIA and CIC)

g« Pending completion of our report, which should teke at
the very outaset two months, we would expeat the Senate end all other
state or foderal agencles, to stend atill, so as not to compliecate
a complicated situation even more. The argument that eny washing
of dirty linen in publie would merely serve to give aid and com~
fort to the enemy is bound to leave an impression with Reuter and
hig associates, ' .

h. Reuter may insist on TILLICH's removal as a conditio
gine qua none for neutraelity. I would resist any such request -
leas he or the 8PD esme up with the namo of a man fully qualified
to TILLICH's jcb. This will be wery diffioult becsuse TILLICH
despite his personal snd professional and shortcomings, is stih
by far the best man Bor the jJob, being ondowed with an exceptional
Enack for psychological warfare work, At the same time we would
have to make a determined attempt at palllating the SPD aleng lines

indicated above. (I followed an identical tack line in my talks
with Arno §chole.) E ment diatribes against TILLICH I coun-
téred with the reques sgﬁgggj%%gigigggg;;_ggn,aggmggs. He
was unable to suggest one. nrotecting TILLICH, T believe we
would be wige to share at leest part of the blame. I see nothing
wrong in stating that TILLICH'g intransigence in pnart can be
traced back to the counsel of his American contaet (I am following
here & guggestion uade by/

19. Please emphasize in your Frankfurt talks that MANDELSTAMM
should commence his investigatioms a% the earlliest nossible moment.
- A very thorough debriefing ofé;ﬁ -mculd probably nrovide excel-

lent background and wonld alss facilitate our task immensely. Ve
have every reeson for believing thaty 1will eocoperate fully.

. 20. We consider nutting CAUTERY-1l into the KGruppe for a
limited period of time in order to perform some investigations for us.
There have baen recurrent rumors accusing the KGrunpe of extrava-
gance and poor financial management, Ve want to get to the bottom
of these rumors,and there is no betier man that CAUTERY-l to under-
take the job. We also want an immediate check on the internal
security of the KGruppe end concurrently gather the necessary bio-
graphical data to start & very detalled vetting job on KGrupne key
personnel, There may be some ralsed eyebrows on the secore of
CAUTERY 's political nast, which we propose to ignore.

21, Please solicit the adviee of Frankfurt Headquarters on the
kind of cover I should use in my talks with TILLICH. Since I shsll
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be talking to Reuter in my caracity as CIA representative

would not make much sense to use a different cover vis s vis TIL-
LEICH. In these dellcate negotiations consistency will be 2 vir-
tue. CIA's involvement should certainly not be represented as a
final shift in jurisdictional control, but as an emergency measure
branght about by the serious deterioration in the KGrupge security.

nder no circumstances should we concede or imply thet TILLICH's
vermanent Ameriean contact {8 in any way commected with CIA., By
all means possible we should nave the way for a future "notional®
retirement of CIA. This will require very close ceordination be-

tween, and myself. Given such close coordination, I am not
too coneermew sbout certain minor 1nconsisteng;eqmgg_yy cover, c
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